GERMANY: THE ECONOMIC PROBLEM

rope no longer has the pre-eminence as a supplier of manufac-
tured goods to overseas markets which it once had, The capabil-
ities of American industry to fill not only our domestic market
but foreign markets as well, plus the growing industrialization
of other non-European countries, presents problems of the first
magnitude to the European exporter of manufactured goods.

Under certain assumptions with respect to the flexibility of
exchange rates, costs and prices and the convertibility of cur-
rencies, in addition to the absence of national barriers to and
controls of international trade, it would be possible for Europe
still to exchange its manufactured goods for necessary food-
stuffs and raw materials. The position of Europe in international
trade, even under circumstances which are likely to exist in the
near future, is indeed by no means hopeless. Yet there can be
no doubt that the economy of an area such as Europe is much
more vulnerable to international factors and events than is a
largely self-sufficient economy such as our own. Furthermore,
the whole trend toward socialized economies constitutes a par-
ticular problem for all of Europe in carrying on international
trade.

One result of the war was to make the German economy
much more European, if I may so term it, than before. As the
result of the loss of an area to Poland and Russia which pro-
duced some 25 per cent of the German food supply, while being
compelled to provide for the support of the population of the
lost territory, Germany has now become much more like the
United Kingdom in her dependence upon foodstuffs from out-
side Europe than was true before the war. Nor would this situa-
tion be fundamentally changed if eastern and western Germany
were united. It was in the areas annexed by Poland and Soviet
Russia, rather than in the Russian-occupied zone, that really
substantial surpluses of foodstuffs were produced. Now that
these surpluses are not available and are not likely to become
available, truncated Germany must produce a larger surplus of
industrial products to obtain substitute food products for those
formerly obtained east of the Oder-Neisse.

This means that German industrial production must rise to
levels substantially higher than those of prewar if the German